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Introduction
This report is based on a study of an actual feeder pig production
operation. In 1988, the producers approached a few companies about farrowing
sows on contract. Companies contracting in the area were offering two basic
contracts. The first contract paid a mid-range outyardage fee, a large
monthly sow-service fee and a production-based incentive. The.other contract
offered a significantly higher outyardage fee and a production-based
incentive, but it did not offer a sow-service fee.
When evaluating which contract to accept, the producers discovered there
was a shortage of the comprehensive information needed to compare the
profitability, advantages, disadvantages and risks of the respective
contracts. Thus, the impetus for this report. Consequently, the decision
was based on the prospective cash-flow information supplied by the companies,
the amount of capital required to renovate and refurbish the buildings in
order to meet contractor requirements, the amount of capital or other income
required to meet expenses until the first payment was received, and the amount
of risk the producers were required to assume in the operation.
The contract selected offered a mid-range outyardage fee, a large
monthly sow-service fee and a production-based incentive. It was felt that
this contract best met the producers' goals and requirements: high
profitability, capital heeds and income level within their financial
constraints, first payments within 30 days of delivery of the first breeding
stock, and a manageable level of risk.
The contract selected had several advantages. First, the high monthly
sow service fee redUced risk and allowed for capital or income needed for
expenses to begin repayment sooner. The payments were guaranteed to begin the
2month following delivery of the first gilt. This guaranteed a minimum monthly
income for all sows in inventory. This portion of the payment was not tied to
n\imber of feeder pigs sold.
There were two main disadvantages to the contract not selected; the one
without the sow-service fee. First, initial, payments would not be received
until the first pigs were sold. For approximately six months the producers
were required to have enough capital or other income to pay for increased
debt, utilities, labor, insurance and other expenses, including living
expenses. Secondly, the risks were higher because a higher proportion of
income was dependent on pig sales. A high death-loss due to disease, -fire or
weather conditions, etc., would dramatically decreaseincome. The producers
did not have the security of the monthly sow-service income. In addition, the
cashflow was heavily based on the number of pigs produced per sow per year,
and this had the potential of significant variance.
In addition to the pigs per sow per year incentive, a feed conversion
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incentive is sometimes included in sow farrowing contracts. The obvious
advantage of this incentive is the increased income if feed conversion rates
are low. However, feed efficiency is dependent upon variables usually beyond
the control of the producer: the type of feed, the weather and confinement
conditions. Confinement conditions include the availability of modern
equipment and the condition of the buildings, both of which depend on the
•producer's financial capacity. Additionally, with some contracts if the feed
conversion rates are high, the loss of income to the producer could be greater
than the possible gain if feed conversion rates are low.
In this paper, three feeder pig production contracts are compared. For
all three contracts the contractor (sow owner) provided the breeding herd,
paid feed bills and handled marketing. For two contracts the contractor
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provided animal health costs. One contract required the producer to pay for
one-half of all pig health-related costs, not to exceed $2 per pig. These
costs include veterinary, medicines, injectables, and feed additives. The $2
cap puts a limit on the producer's cost, but it represents an additional
expense when compared to the two contracts that do not have this provision.
The feeder pig producer supplied facilities, labor, and day-to-day management.
Background of Farrowing Operation
At present, the three companies whose contacts are compared have
approximately 6,000 sows on contract in Iowa. The number of sows on contract
per company varies substantially, with two of the companies contracting more
than 90 percent of the sows. These two contractors are-planning substantial
herd expansion and placements in Iowa, which will not only affect feeder pig
production contracts, but also feeder pig finishing contracts. They plan to
have more than 20',000 sows on contract in the near future. Currently, the
contractors have sow herds which range in size from 130 head to more than
1,000 head. The actual operation evaluated in this report has 250 sows. They
are currently considering revising the contract in the future to allow for an
increase in the size of the sow herd.
The 250 sow contract operation began in January, 1989. The contractor
supplied all breeding stock and delivered PIC gilts in. monthly increments of
30 percent, 20 percent, 20 percent, 20 percent and 10 percent from January to
May, 1989. The initial gilts and all replacement gilts were acclimated for
approximately 30 days before handmating breeding began. Farrowing began in
June, 1989.
The breeding/farrowing goal is to handmate 13 to 15 gilts/sows per week
and farrow 12 to 13 gilts/sows per week. The confinement production set-up
4consists of a gestation/breeding facility, with 13 pens for sows and
individual stalls for boars; a gestation building with six pens; a farrowing
house with four rooms, each containing 10 farrowing stalls; and two nursery
buildings. One nursery building has three rooms with eight single-deck pens
per room. The second nursery building has four rooms with seven pens per
room: five lower decks and two upper decks per room.. Existing buildings were
remodeled after signing the contract to allow fifteen square feet of space per
gilt/sow, and 2 1/2 square feet of space per pig in the nurseries. The
nursery capacity is approximately^700 pigs.
Care of Piglets. Teeth and tails are clipped when piglets are one day
old and barrows are castrated at 10 days. Aggressive sorting of piglets
occurs throughout the farrowing house and nursery according to size and health
of piglets, number of pigs nursing per sow, and health and milk supply of sow.
Pigs are weaned and hand-carried to the nursery at an average age of 21 days.
Split sexing is not used. The odd number of rooms in the nursery buildings
are due to the size of the buildings before remodeling. More than one room is
used every time a group of pigs are weaned. For the most part, each group of
J
pigs is kept together until they are sold. Although pigs are sorted among
groups according- to size, the majority of the pigs in a group are weaned at
the same time. Through use of an average pig weight of the group, decisions
are made on if the pigs are gaining weight in accordance with the operation's
goals. ~ Sorting allows time for the runts and less healthy pigs to gain weight
and meet the .specifications of a marketable pig when they are. sold.
For the first week in the nursery, electrolytes are added to the
piglets' drinking water to stimulate and increase their appetites. The feed
is 24 percent protein the first week to 10 days, then reduced to 20 percent
5protein until the pigs are sold. The goal is to raise the pigs to 45 pounds
in seven weeks.
Sale of Feeder Pigs. Feeder pigs are supposed to be sold at an average
weight of 45 pounds, which would be approximately 7 weeks from date of
farrowing. However, the weight of the feeder pigs at sale varies according to
the" demand. The contractor decides whether or not to ship feeder pigs light,
while the nursery capacity dictates the maximum weights. The outyardage fee
is not deducted for light pigs if the contractor makes the sales decision and
they are light because they are being moved at a young age. However, the
outyardage fee would be penalized if the low weight was due to producer
management. This would be determined by the number of weeks a group of pigs
has been in the nursery.
Description of Contracts
Contract A: 5 year contract, 240 sow herd in confinement
Contractor Inputs Producer Inputs
A breeding herd and all replacements Management
Feed and feed drugs Labor
Vaccinations, injectables, veterinary and Exclusive use
' other animal health products of facilities
Transportation in and out Utilities and fuel
Professional consultation General repairs
Insurance related to the cost of the animals ' and maintenance
themselves Ordinary supplies
t Manure disposal
Dead animal disposal
Stand-by generator
rRecord keeping
Taxes
Liability insurance
Compensation:
$10 per month service fee on all sows and gilts, based on average weekly
inventories.
$12 outyardage fee per feeder pig produced
10 cents/pound penalty for feeder pigs shipped out below an average weight of
42.5 pounds unless by contractor directive. A specific age is not spelled out
in the contract, although the goal is seven weeks.
Incentive:
For average number of pigs/sow and gilt/year: Based on the average number of
female breeding stock from the producer's weekly inventory report for a 13-
week specified quarter ending on Friday of each week during each quarter,
divided into the number of marketable feeder pigs delivered to contractor for
the same period, and annualized through multiplying by a factor of 4. No
pajmient will be made for less than a 13-week quarter. For a start-up
producer, if the base incentive period is less than 13 weeks during a
specified quarter, it will be carried to the subsequent quarter for incentive
computation. Annualized multiplier will be adjusted accordingly.
Average No. Pigs/Female/Per Year
Under 17.99
18.00 to 18.49
18.50 to 18.99
19.00 to 19.49
19.50 to 19.99
20.00 to 20.49
20.50 to 20.99
21.00 to 21.49
21.50 to 21.9?
22.00 and over *
Incentive/Pig Produced
0
$ .60
$ .80
$1.00
$1. 20
$1.40
$1.60
$1.80-
$2.00
* From 22.00 pigs per female (sow/gilt) per year and up, for each .50 (one-
half) pig/feinale/year increment, an additional $.20 (twenty cents) per pig
will be awarded to producer as additional incentive.
Contract B: 5-year contract, 250 sow herd in confinement, all-in and all-out
in farrowing and nursery.
Contractor Inputs .
A breeding herd and all replacements
Feed and feed drugs
Vaccinations, injectables, veterinary
and other animal health products
Transportation in and out
Professional consultation
Blood testing
Record keeping
Producer Inputs
Management
Labor
Facilities -
Utilities and fuel
General repairs and
maintenance
Ordinary supplies
Manure disposal
Dead animal disposal
Stand-by generator
Taxes
Liability insurance
Compensation:
Compensation is based on the number of qualifying pigs produced per female per
year.
Class I All healthy pigs of quality equal to feeder pig grades #1 and #2,
as defined by the USDA grading standards, and which have a minimum
weight of 40 pounds.
Class II Same as Class I but only 35 to 40 pounds.
Class III All other pigs to include underweights, ruptured, utility grade or
unthrifty pigs.
The producer will be paid a base of $18.00 for all Class I and $15.50 for all
Class II' feeder pigs. There is no compensation for Class III pigs. This
payment is made monthly. Of this base, $1.00 is held in reserve until the end
of the year. On a yearly basis, the producers can earn incentives.
Incentives:
Pigs/Female/Year
15.99 or less
16.00 to 16.99
17.00 to 17.99
18.00 to 18.99
19.GO or more
Sow and Boar Feed Usage/
2200 to 2299 lbs./year/sow & boar
2300 to 2399 lbs./year/sow & boar
2400 to 2499 lbs./year/sow & boar
2500 to 2599 lbs./year/sow & boar
2600 to 2699 lbs./year/sow & boar
2700 or more lbs ./year/sow 6e boar
Contract C:
Contractor Inputs
A breeding herd and all replacements
Feed
One-half of the cost of feed drugs,
vaccinations, inj ectables,
veterinary and other animal
health products
Transportation in and out
Technical support
Bonus Compensation/Pig Produced
Class I Class II
$ .00
$1.50
$2.00
$2.50
$3.00
$ .00
$1.00
$1.50
$2.00
$2.50
Bonus/Class I and II Pigs Produced
$1.00
$0.50
$0.00
$0.50
$1.00
$1.50
Producer Inputs
One-half of the cost of feed drugs,
vaccinations, inj ectables,
veterinary and other animal
health products (maximum $2/pig) '
Management
Labor •
Exclusive use of facilities
Utilities and fuel
General repairs and maintenance
Ordinary supplies
Manure disposal
Stand-by generator
Record keeping
Dead animal disposal
Compensation:
$10.00 outyardage fee based on 50 pound U.S. §1 and y/2 feeder pigs. Penalty
of 8 cents/pound for every pound less than 50, and a premium of 8 cents/pound
for every pound over 50.
$4.00/month/sow and mated gilt service fee
Incentive:
Incentive based on pigs per sow per year, at a rate of 60 cents per pig over
12 pigs per sow per year.
The niunber of pigs/sow/year is computed by the number of pigs sold in the
quarter just ended divided by the average number of sows and mated gilts from
the previous quarter times an annualizing factor of 4. The incentive is
computed by subtracting 12 from the pigs/sow/year figure, then multiplying by
.60 cents the number of pigs sold.
Comparison of Contracts
In Tables 1, 2 and 3, actual weekly production figures are applied to
each contract for 1990. Number of feeder pigs sold, average feeder pig market
weight, pig payment, sow investor and sow service fees are provided. Table 1
shows actual income received for 1990 under Contract A. Table 2 includes
computations of penalties in accordance with Contract B for pigs sold weighing
less than -40 pounds (Class II definition as described in Contract B) and less
than 35 pounds (Class III definition as described in Contract B). Table 3 is
compiled according to Contract C. Penalties and premiums were applied to all
weights deviating from 50 pounds.
A comparison of all three contracts if pigs were sold at the specified
weight of each contract is shown in Table 4. Adjustments in pig flow were
made to reflect weights of the three contracts. The number of pigs sold were
computed on an all-in, all-out basis, according to actual farrowings (less
actual culls and deaths) seven weeks prior to the ship date for 40 pound pigs
(Contract B), eight weeks prior to the ship date for 45 pound pigs (Contract
A) and 9 weeks prior to the ship date for 50 pound pigs (Contract C). An
assumption was made that there was adequate capacity for all pigs produced at
each weight, so space adjustment's were not made for weight difference. The
difference between the actual number of pigs sold (4,960) as shown in Tables
1, 2 and 3 and the projected number of pigs sold (5,042, 5,054 and 5,034 for
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Contracts B, A and C, respectively) as shown in Table 4 can be explained by an
actual contractor directive not to ship the last week of 1990.
The difference in the average number of sows used to compute incentives
is explained by the use of all sows and all gilts in the average for Contracts
A (Table 1) and B (Table 2), and by the use of all sows and only mated gilts
for Contract G (Table 3).
Pig production bonuses are, shown in Table 5 by quarter of the year for
the respective .contracts. Feed conversion bonus for Contract B is shown in
the Table 6 while the producer share of the veterinary cost of Contract C is
7
shown in Table 7. Table 8 provides a summary of the income for the three
contracts.
Actual annual expenses (except for labor) are listed in Table 9. The
labor figure was estimated based on an average of 70 man hours needed per week
and an hourly rate of $7.00. The hourly rate was derived from average figures
listed in "Comparing Pork Production Contracts" by James Kliebenstein and
Chris Hillburn.' Calculations were based on actual averages for the farm. The
formula for the labor rate was as follows: 2.25 litters per year x 9.75 pigs
weaned per litter x 240 sows — 5,265 pigs per year minus 3 percent death loss
— 5,107 pigs marketed per year X''45 pound average market weight = 2298.15 cwt
X $10.93/cwt for labor = $25,119 divided by 3., 640 hours (70 hours x 52 weeks)
••/$6.90 per hour. The $6.90 was rounded to $7.00 per hour.
Findings
The outyardage income varied widely among the contracts, from a high of
$90/756.00 for projected sales according to Contract B to a low of $47,448.47
for actual sales according to Contract C (Table 8), These differences were
expected considering the outyardage rates of $10, $12 and $18 paid by
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Contracts C, A aiid B, respectively. Contract B is 100% based on pig sales
while Contract C has the lowest relative percent of payment based on pig
sales.
' The production bonus also varied significantly, from a high of
$27,351,16 paid by Contract C and projected production (Table 4) to a low of
$7,991.40 paid by Contract A (Table 8). These differences can.be explained,
in part, by the various production bases above which bonuses are paid for the
contracts. The base for Contract A is 18 pigs per sow per year while for
Contract B it is 16 pigs per sow per year, and for Contract C it is .12 pigs
per sow per year. Pig production premiums kick in when production levels are
above the base levels for the' respective contracts.
During the 1990 calendar year, 4,960 feeder pigs were actually produced
and sold by the operation. As shown in Table 1, the average weight per pig
ranged from a .low of 33.9 pounds .per pig the week of May 11, to a high of 51.0
pounds per pig the week of December 7. Pigs weighing less than 40 pounds were
sold because of increased farrowings and the need for nursery space, as well
as demands for feeder pigs from feeder-to-finish producers. The pigs sold in
November and December weighed, on average, more than 45 pounds--a reflection
of decreased demand for feeder pigs during the winter months by feeder-to-
finish growers. Pigs remained in the nursery for a few extra days and thus
weighed more.
A total putyardage and sow rental income of $88,428 was generated by
Contract A in 1990. Actual outyardage income was $59,200 and actual sow rent
received was $28,908.
Table 2 shows that payments under Contract B, usinjg actual feeder pig
production figures and classing the pigs as stipulated in the contract, would
be $85,962. in outyardage fees. Contract B did not have any sow rent or
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service fee. The level of fixed pajrment (pig and sow service fee) under this
contract would be 2.79 percent or $2,466 less than what was actually received
under Contract A.
Table 3 shows what the income would be for Contract C and the actual
feeder pig sales during 1990. Outyardage income would be $47,448.27,
including discounts for pigs- weighing less than 50 pounds and premiums for
pigs weighing more than 50 pounds. Sow rent would be $11,332.20. The total
income from fixed payments for Contract C, excluding production bonus payments
and veterinary costs, is $58,770.47. The level of fixed payment is 33.5
percent or $29,657.53 less than Contract A and 31.6 percent or $27,191.53 less
than Contract B.
Each of the three contracts offer incentives for selling feeder pigs at
specified weights. Contract A discounts outyardage fees for pigs weighing
less than 45 pounds; Contract B discounts pigs weighing less than 40 pounds
and offers no compensation for pigs weighing less than 35 pounds; and Contract
C specifies premiums and discounts for pigs that do not weigh 50 pounds.
Given this, adjustments were made for the respective contract weights as they
compared to actual marketing weights.
Table 4 assumes that the feeder pigs would be sold at the weights
specified by each contract. This is to offer a comparison of contracts with
income unadjusted by discounts, as the income was discounted for weight
variance in Tables 1, 2 and 3. This would make the contracts more comparable,
as some marketing weights may be by contractor demand whereas discounts may
flow through.
Actual farrowings, were used, less actual deaths and culls, to figure the
number of pigs that could have been sold at 40 pounds (seven weeks old) , at 45
pounds (eight weeks old), and at 50 pounds, (nine weeks old). The assumption
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was made that there would be,adequate'nursery space to raise pigs'to the
different weights as specified. Realistically, less space would be needed to
raise 40 pound pigs than that needed to raise 50 pound pigs. If space were
limited, the number of sows farrowing each week would also be limited, causing
greater variance in the number of pigs produced at each weight. Since
adequate space was assumed, the number of pigs that could be sold varied only
slightly.
Since feeder pigs were not sold during the last week of 1990, but
instead were held over the new year, there is a slight difference between the
number of pigs that could have been sold as shown in Table 4-and the actual
number sold (Tables 1, 2 and 3).
If sow rents for Contracts A, B and C are taken into account, the total
income (excluding bonuses) on Table 4 for each contract would be $90,756 for
40 pound pigs, $89,556 for 45 pound pigs,.and $61,672.20 for 50 pound pigs.
When compared to adjusted income as shown in Tables 1, 2 and 3, unadjusted
income increased 1.3 percent for Contract A, 5.6 percent for Contract B, and
4.9 percent for Contract C.
Feeder pig production per female per'year bonuses using both actual
feeder pigs sold and pigs sold at specified weights are shown.in Table 5.
Contract C, which does not pay sow rent, has the largest bonus, while Contract
A, which pays the largest sow rent, has the lowest bonus.
The feed conversion bonus and veterinary costs applicable to Contract B
are shown in Tables 6 and 7, respectively.
Table 8 is a summary of total income for each scenario. When using
actual level of feeder pig sales. Contract A generated $96,149 in gross
income. Contract B generated 9.3 percent or $8,949 more income than Contract
A; gross income of $105,098. The lowest level of income was generated by
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Contract C: 15.5 percent or $14,950.96 less than Contract A; a level of
$81,198.
Similarly, when using feeder pigs sold at respective contract specified
weights, Contract C generated 12.2 percent or $12,059.60 more income than
Contract A and Contract B generated 12.9 percent or $12,762.67 less income
than Contract A.
The total income from each scenario seems to reflect the ^ount of risk
the producer is accepting. Contract C seems to be the lowest risk contract.
According to Kliebenstein and Hillburh, more than 90 percent of Iowa Swine
Enterprise Record feeder pig producing farms weaned at least 11-13 pigs per
sow per year between 1986 and 1989. It would seem that most producers could
produce the expected minimum of 12 pigs per sow per year under this contract.
Contract A seems to have mixed levels of risk. The production
expectations to achieve bonus payments on the contract reflect considerably
higher risk than Contract C. More than 60 percent of Iowa Swine Enterprise
Record cooperators weaned less than 17 to 19^ pigs per sow per year. However,
the sow service fee reflects a lower cash-flow risk because it pays a minimum
monthly income based on number of sows and gilts in inventory instead of on
feeder pigs produced.
Contract B reflects considerably higher risk than Contract C with
respect to expected production and. Contract A with respect to the sow service
fee. For Contract B all payment is based on number of feeder pigs produced,
changes in feeder pig production levels can have a dramatic impact on returns.
This contract also includes a feed efficiency incentive which is advantageous
to the operation under consideration. But if feed efficiency rates are less,
income could decrease to $97,740.00 for Contract B with projected production
(Table 4) or $92,950.50 for Contract B with actual production (Table 2).
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Table 9 provides the actual production expenses incurred by the
operation during 1990. All figures are actual except for labor. Labor was
not hired and was valued at $.7.00 per hour.
Net returns are shown in Table 10. Returns are calculated through two
methods: the first is through use of depreciation while the second is through
use of principle and interest expense rather than depreciation..
Summary
Farrowing sows and producing feeder pigs on contract has worked well for
the operation. It has allowed the husband to be a full-time farmer and has
afforded the wife the opportunity to return to college.
There are a few things to consider when comparing these contracts.
1. The operation's production figures, based on the use of PIC pigs,
are comparable to production rates of other PIC producers. A
different breed of hogs may alter contract comparison results, as
production levels and efficiencies may change.
2. The condition of buildings and equipment is important. Three of
the five buildings (the gestation building and both nurseries)
were completely gutted and renovated before the operation began
farrowing. In addition, almost all equipment was replaced. The
replaced equipment included farrowing stalls., decks, feeders,
waterers, ventilation systems and furnaces. As a consequence of
the buildings and equipment being up-to-date, well-insulated and
well-ventilated, the necessary environment was provided for
raising healthy pigs with above-average feed conversion rates.
3. The feeder pig producer'has a good working relationship with the
contract field managers. The producers have retained control of a
16
large percentage of the management decisions, yet the field
managers offer timely advice and an objective view of the
operation.
4. The largest drawback to farrowing on contract has been scheduling "
vacations. Prior to the contract, the family farrowed four times
a year and did not use hand-mated breeding. Although they could
not afford to, it would have been easy to schedule a one or two
week vacation. Since initiation of contract production, farrowing
occurs weekly and the sows and gilts are hand-mated twicetdaily.
It is difficult to find qualified replacement help and because of
the amount of work involved, the operation cannot be run
efficiently for more.than two or three days by one person.
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Table 1. Fig and SowPayment for Contract "A"; Actual Feeder Pigs Produced, 1990
Wedc endxng
Number of feeder
pigs sold
Afe^e weight
per pig/poonds
Ontyardage
$13/head
Average number of
sows/month
Rent
$10/sow
1/5 85 46.1 1,020.00
1/12 90 50.9 1,080.00
' 1/19 100 43.0 1,200.00
1/26 99 44.2 1,188.00 246 2,460.00
2/2 99 41.8 1,188.00
2/9 100 43.0 1,200.00
2/16 85 44.2 1,020.00
2/23 96 48.1 1,152.00 244.25 2,442.50
3/2 95 45.9 1,140.00
3/9 100 45.2 1,200.00
3/16 100 48.2 1,200.00
3/23 142 48.7 1,704.00.
3/30 87 42.3 1,044.00 249 2,490.00
4/6 0 0 0
4/13 100 ,43.4 1,200.00
4/20 100 45.4 1,200.00
4/27 100 44.4 1,200.00 246.5 2,465.00
5/4 139 38.4 1,668.00
5/11 101 33.9 1,212.00
5/18 100 35.8 1,200.00
5/25 151 38.5 1,812.00 248 2,480.00
6/1 120 39.3 1,440.00
6/8 0 0 0
6/15 187 45.8 2,244.00
6/22 70 40.3 840.00
6/29 130 40.6 1,560.00 247.8 2,478.00
7/6 0 0 ' 0
7/13 200 47.0 2,400.00
7/20 50 45.2 600.00
7/27 100 42.4 1,200.00 240.5 2,405.00
8/3 85 42.3 1,020.00
8/10 140 43.4 ' 1,680.00
•8/17 104 49.2 1,248.00
8/24 100 43.6 1,200.00
8/31 90 35.6 1,080.00 239.5 2,395.00
9/7 70 41.1 840.00
9/14 100 46.2 1,200.00
9/21 70 48.9 840.00 .
9/28 140 48.3 1,680.00 234.4 2,344.00
10/5 100 45.0 1,200.00
10/12 100 44.0 1,200.00
10/19 50 44.4 600.00
10/26 105 44.8 1,260.00 232.25 2,322.50
11/2 116 48.7 1,392.00
11/9 80 47.0 960.00 -
11/16 75 45.3 900.00
11/23 66 46.4 792.00
11/30 100 49.6 1,200.00 237 2,370.00
12/7 142 51.0 1,704.00
12/14 100 50.2 1,200.00
12/21 101 50.7 1,212.00
12/28 0 0 0 225.6 2,256.00
Totals 4,960 59,520:00 28,908.00
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Table 2. Pig and Sow Payment for Contract "B"; Actual Number of Feeder Pigs Produced, 1990
Wed( ending
Number of feeder
pigs sold
Average waght
^r pig/poonds
Outyardage**
$18/head
$15J0/bead*
Average nimiber of
sows/month Rait
1/5 85 46.1 1,530.00
1/12 90 50.9 1,620.00
1/19 100 43.0 1,800.00
1/26 99 44.2 1,782.00 246 0
2/2 • 99 41.8 1,782.00
2/9 100 43.0 1,800.00
2/16 85 44.2 1,530.00
2/23 96 48.1 1,728.00 244.25 0
3/2 95 45.9 1,710.00
3/9 100 45.2 1,800.00 ,
3/16 100 48.2 1,800.00
3/23 142 48.7 2,556.00
3/30 87 42.3 1,566.00 249 0
"4/6 0 0 0
4/13 100 43.4 1,800.00
4/20 100 45.4 1,800.00
4/27 100 44.4 1,800.00 246.5 0
5/4* 139 38.4 2,154.50
5/11** 101 33.9 0
5/18* 100 35.8 1,550.00
5/25* 151 38.5 2,340.50 248 0
6/1* 120 39.3 1,860.00
•
6/8 0 0 0
6/15 187 45.8 3,366.00
6/22 70 40.3 1,260.00
6/29 130 40.6 • 2,340.00 247.8 0
7/6 0 0 0
7/13 • 200 47.0 3,600.00
7/20 50 45.2 ^ 900.00
7/27 100 42.4 1,800.00 240.5 0
8/3 85 42.3 1,530.00
8/10 140 43.4 2,520.00
8/17 104 49.2 . 1,872.00
8/24 100 43.6 1,800.00
8/31* 90 35.6 1,395.00 239.5 6
9/7 70 41.1 1,260.00
9/14 100 46.2 .1,800.00
9/21 70 48.9 1,260.00
9/28 140 48.3 2,520.00 234.4 0
10/5 100 45.0 1,800;00
10/12 100 44.0 1,800.00
10/19 50 44.4 900.00
10/26 105 44.8 1,890.00 232.25 0
11/2 116 48.7 2,088.00
11/9 80 47.0 1,440.00
11/16 75 45.3 1,350.00
11/23 66 46.4 1,188.00
11/30 100 49.6 1,800.00 237 . 0
12/7 142 • 51.0 2,556.00
12/14 100 50.2- 1,800.00
12/21 101 , 50.7 1,818.00
12/28 0 0 0 225.6 0
Totals 4,960 85,962.00 0
* Class n pigs, 35-40 pounds
** Class in pigs, less than 35 pounds, no dollar value
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Table 3. Pig and Sow Payment for Contract "C"; Actual Number of Feeder Pigs Produced, 1990
Number of feeder Averageweigbt Outyard^e* Average number of Roit
Week aiding pigs sold per pig/poimds $10/head ' sows/mouth $4/sow
1/5 85 46.1 823.48
1/12 90 50.9 906.48
1/19 100 43.0 944.00
1/26 99 44.2 •944.06 240.75 963.00
2/2 99 41.8 925.06
2/9 100 43.0 944.00
2/16 85 44.2 810.56
2/23 96 48.1. 945.41 230 956.00
3/2 95 45.9 918.84
3/9 100 45.2 961.60
3/16 100 48.2 985.60
3/23 142 48.7 1,405.23
3/30 87 42.3 816.41. 243.4 973.60
4/6 0 0 0
4/13 100 43.4 947.20
4/20 100 45.4 963.20
4/27 100 44.4 955.20 244.75 979.00
. 5/4 139 38.4 1,261.01
5/11 101 33.9 879.91
5/18 100 35.8 886.40
sris 151 38.5 1,371.08 239.25 957.00
6/1 120 39.3 1,097.28
6/8 0 0 0
6/15 187 45.8 1,807.17
6/22 70 40.3 645.68
6/29 130 40.6 1,202.24 243.6 974.40
7/6 0 0 0
7/13 200 ' 47.0 1,952.00
7/20 50 45.2 480.80
7/27 100 42.4 939.20 237 948.00
8/3 85 42.3 797.64
8/10 140 43.4 1,326.08
8/17 104 49.2 1,033.34
8/24 100 43.6 948.80
8/31 90 35.6 796.32 232.5 930.00
9/7 70 41.1 650.16
9/14 100 46.2 969.60
9/21 70 48.9 693.84
9/28 140 48.3 1,380.96 230.2 920.80
10/5 100 45.0 960.00
10/12 100 44.0 952.00
10/19 50 44.4 477.60
10/26 105 44.8 1,006.32 227 908.00
11/2 116 48.7 1,147.94
11/9 80 47,0 780.80
11/16 75 45.3 721.80
11/23 66 46.4 640.99
11/30 100 49.6 996.80 . 230 920.00
12A7 142 51.0 1,431.36
12/14 100 50.2 1,001.16
12/21 101 50.7 1,015.66
12/28 0 0 0 225.6 902.40
Totals 4,960 47,448.27 • 11,332.20
* $10.00 per pig sold at 50 lbs; 8 cents discount/lb < 50 lbs; 8 cents premium/lb > 50 lbs. .
Table 4. Pig and Sow Payment for Contracts "A", "B", and "C"; Acyusted for Respective Contract
Weights, 1990
20
40# pigs, CoBtract "B" 45# pigs, Cratract "A" 50# pigs. Contract "C"
We^ farrowed 7 outyardage farrowed 8 mt^ardage farrowed 9 weeks outyardage
weeks earlier $18/bead weeks earner Sn/hd earlier SlO/hd
1/5 58 1,044.00 40 480.00 100 1,000.00
1/12 82 1,476.00 58 696.00 40 400.00
1/19 170 3,060.00 82 984.00 58 580.00
1/26 27 486.00 170 2,040.00 82 820.00
2/2 174 3,132.00 27 324.00 170 1,700.00
2/9 126 2,268.00 174 2,088.00 27 270.00
2/16 26 468.00 126 1,512.00 174 1,740.00
2/23 51 918.00 26 312.00 126 1,260.00
3/2 168 3,024.00 51 612.00 26 260.00
3/9 46 828.00 168 2,016.00 51 510.00
3/16 101 1,818.00 46 552.00 168 1,680.00
3/23 94 1.692.00 101 1,212.00 46 460.00
3/30 35 630.00 94 1,128.00 101 1,010.00
4/6 116 2,088.00 35 420.00 94 940.00
4/13 119 2,142.00 116 1,392.00 35 350.00
4/20 83 1,494.00 119 1,428.00 116 1,160.00
4/27 75 1,350.00 83 996.00 119 1,190.00
5/4 135 2,430.00 75 900.00 83 830.00
5/U 132 2,376.00 135 1,620.00 75 750.00
5/18 88 1,584.00 132 1,584.00 135 1,350.00
5/25 116 2,088.00 88 1,056.00 132 1,320.00
6/1 144 2,592.00 116 1,392.00 88 880.00
6/8 107 1.926.00 144 1,728.00 116 1,160.00
6/15 59 1,062.00 107 1,284.00 144 1,440.00
6/22 133 2,394.00 59 708.00 107 1,070.00
6/29 149 2,682.00 133 1,596.00 59 590.00
7/6 62 1,116.00 149 1,788.00 133 1,330.00
7/13 110 1,980.00 62 744,00 149 1,490.00
7/20 104 1,872.00 110 1,320.00 62 620.00
7/27 119 2,142.00 104 1,248.00 110 1,100.00
8/3 125 2,250.00 119 1,428.00 104 1,040.00
8/10 66 1,188.00 125 1,500.00 119 1,190.00
8/17 61 1,098.00 66 792.00 125 1,250.00
8/24 85 1,530.00 61 732.00 66 660.00
8/31 119 2,142.00 85 1,020.00 61 610.00
9/7 153 2,754.00 119 1,428.00 85 850.00
9/14 90 1,620.00 153 ' 1,836.00 119 1,190.00
9/21 79 1,422.00 90 1,080.00 153 1,530.00
9/28 85 1,530.00 79 948.00 90 900.00
10/5 106 1,908.00 85 1,020.00 79 790.00
10/12 133 2,394.00 106 1,272.00 85 850.00
10/19 116 2,088.00 133 1,596.00 i06 1,060.00
10/26 60 1,080.00 116 1,392.00 133 1,330.00
11/2 38 684.00 60 720.00 116 1,160.00
11/9 118 2,124.00 38 456.00 60 600.00
n/16 104 1,872.00 118 1,416.00 38 380.00
il/23 80 1,440.00 104 1,248.00 118 1,180.00
11/30 113 2,034.00 80 960.00 104 1,040.00
12/7 99 1,782.00 113 1,356.00 80 800.00
12/14 55 990.00 99 1,188.00 113 1,130.00
12/21 120 2,160.00 55 660.00 99 990.00
12/28 28 504.00 120 1,440.00 55 550.00
Totals 5,042 90,756.00 5.054 60,648.00 5,034 50340.00
Sow fees 0 28,908.00 11,332.20
Totals 90,756.00 89356.00 61,672^0
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Table 5. Production Bonus for Each Contract Example.
Period Pigs sold/qtr
Pigs sold/ qtr
x4
Average #
sows/qtr
Average
farrows/sow
Bonus
paymoit/pig Total bonus
Contnict A : Actual Pn>duction
Jan-Mar 1,278 5,112 246 20.78 1.60 2,044.80
Apr-June 1,298 5,192 247 21.02 1.80 2,336.40
July-Sept 1,249 4,996 237 21.08 1.80 2,228.20
Oct-Dec ^,135
4,960
4,540 231 19.65 1.20 1.362.00
7,991.40
Contruct B : Actual Production iiiiiiiililiilii!
Jan-Mar 1,278 5,112 246 20.78 3.00 3,834.00
Apr-June 687*
510**
4,788 247 19.38 3.00*
2.50**
2,061.00
1,275.00
July-Sept 1,159*
90*•
4,996 237 21.08 3.00*
2.50**
3,477.00
225.00
Oct-Dec 1,135
4,859
4,540 231 19.65 3.00 3.405.00
14,277.00
Contract C : Actual Production
Jan-Mar 1,278 5,112 243 *21.03 5.42 6,924.20
Apr-June 1,298 5,192 241 21.54 5.72 7,424.56
July-Sept 1,249 4,996 • 243 20.56 5.14 6,419.86
Oct-Dec " 1,135
4,960
4,540 233 19.49 4.49 5.096.15
25,864.77
Contract A: Adjusted Production
Jan-Mar 1,163 4,652 " 246 18.91 .80 930.40
Apr-June 1,342 5,368 247 21.73 2.00 2,684.00
July-Sept 1,322 •' 5,288 237 22.31 2.20 . 2,908.40
Oct-Dec 1,227
5,054
4,908 231 21.25 1.80 2.208.60
• 8,731.40
Contract B: Adjusted Production
Jan-Mar 1,158 - 4,632 246 18.83 2.50 2,895.00
Apr-June 1,456 5,824 247 23.58 3.00 4,368.00
July-Sept 1,258 5,032 237 21.23 3.00 3,774.00
Oct-Dec 1,170
5.042
4,680 231 20.26 3.00 3.510.00
14,547.00
|||||||||||||||||| Contract C: Ac^usted Production
Jan-Mar 1,169 4,676 243 19.24 4.34 5,073.46
Apr-June 1,303 5,212 241 21.63" 5.78 • 7,531.34
July-Sept 1,376 5,504 243 22.65 6.39 8,792.64
Oct-Dec 1,186
5,034
4,744 233 20.36 5.02 5.953.72
27,351.16
** Class U pigs
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Table 6. Feed ConTersion Bonus on Contract B (Tables 2 and 4)
Contract Number of pigs sold/year Amount of bonus/pig Total bonus -
Contract B:
Actual production 4,859 1.00 4,859.00
Contract B:
Adjusted production 5,042 1.00 5,042.00
Table 7. Veterinary Cost for Contra^ C (Tables 3 and 4)
Contract Nmnber of pigs/year Veterinary costs/|^ Total cost
Contract C:
Actual production.
Producer's half 4,960 1.39 6,894.40
3,447.20
Contract C:
Adjusted production,
Producer's half 5,034 1.39 6,997.26
3,498.63
Table 8. Summary of bicome for Each Contract
Actual Production Adjusted Production
Contract A Contract B Contract C Contract A Contract B Contract C
Sow Service
fee '
28,908.00 0 11,332.20 28,908.00 0 11,332.20
Oiityardage 59.520.00 85.962.00 47.448.27 60.648.00 90.756.00 50.340.00 -
Sub-total 88*428.00 . 85,962.00 58,780.47 89^56.00 90,756.00 61,672J0
Production
bonus
7,991.40 14,227.00 25,864.77. 8,731.40 14,547.00 27,351.16
Feed
conversion
bonus
0 4,859.00 0 0 5,042.00 0
Veterinary
costs
0 0 <3,447.20> 0 0 <3,498.63>
Total income 9M19.40 105,098.00 81,198.04 98,287.40 110345.00 85,524.73
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Table 9. Monthly and annual cash expenses
Expense Monthly Annual
UtiliUes and LP 862.43 10,349.16
1
Insurance 207.08 2,484.96
Labor 2,123.33 25,480.00
Repairs/supplies 526.40 6,316.80
Telephone 36.35 436.20
Property tax 111.00 1,332.00
Recordkeeping/legal 51.00 612.00
Miscellaneous 40.94 491.28
SUBTOTAL 3,958^0 47^02.00
Depreciation ' 1.875.00 22.500.00
TOTALWTTH
DEPRECIATION ONLY 5,833^0 70,002.00
Principle
Interest
870.00
580.00 .
10,440.00
6.960.00
TOTAL WTTH PRINCIPLE &
INTEREST ONLY 5,408^0 64,902.00
Table 10. Net Returns for Each Contract
' Contract A Contract B Contract C
Total Income $96,419 $105,098 $81,198
E^qiense
Qncluding depreciation). 70,002 70,002 70,002
Expense
Qncluding principl and interest) 64,902 64,902 64,902
Net Return
including depreciation) 26,417 35,096 11,196
Net Return .
' including principle and interest) 31,517 40,196 16,296
